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COMPTROLLER OF THE CURRENCY
National banks should be careful to disclose "in a conspicuous fashion" the term
over which an interest rate or a method of calculation of an interest rate
for new ceilingless accounts will apply, according to a recent banking 
bulletin issued by the Office of the Comptroller of the Currency. Since 
banks and thrifts were granted authority to open these new ceilingless 
deposit accounts that were designed to compete with money market funds, 
more than $350 billion has flowed into the MMDAs and Super NOW accounts.
The Investment Company Institute and the Securities Industry Association 
have complained that banks and thrifts set artificial and uneconomically 
high initial interest rates to attract deposits into the new accounts. The 
bank regulators all have said they are working on advertising guidelines 
for the accounts. The Federal Reserve Board issued guidelines in March, 
but the FDIC has not yet come up with rules.
DEFENSE, DEPARTMENT OF
Joseph H. Sherick was sworn in as the first Department of Defense Inspector
General at a 5/20/83 ceremony at the Pentagon. President Reagan issued a 
statement which read, "Mr. Sherick has a proven record of achievement in 
both detecting and preventing fraud, waste and abuse, and I am pleased to
have him join my team of Inspectors General..." Mr. Sherick, who has served
as the Assistant to the Secretary of Defense (Review and Oversight) since 
1981, received Senate confirmation as the Inspector General on 4/28/83. 
Previously, he served at the Pentagon as Deputy Assistant Secretary of 
Defense(Program/Budget) from 1976 to 1981; Deputy Comptroller of the Army 
from 1973 to 1976; and, Budget Director for Research and Development from 
1968 to 1973. Additionally, he served as the first civilian Comptroller of 
the Defense Nuclear Agency from 1966 to 1968. Mr. Sherick graduated from 
Temple University and Temple University Law School.
SECURITIES AND EXCHANGE COMMISSION
A Staff accounting bulletin, SAB No. 52, on terminations of overfunded defined
benefit pension plans has recently been issued by the SEC (see the 5/24/83 
Fed. Reg., pp. 32172-75). In a question and answer format, SAB 52 discusses 
when a company terminates its defined pension plan and replaces it with a 
defined contribution plan. Pension plan assets in excess of requirements 
for benefits accumulated under the terminated plan are returned to the com­
pany. The staff noted it will not object to the recognition of a gain on 
termination of a company's pension plan if all obligations under the terminated 
plan are fully funded and the substituted employee benefit arrangements are 
not linked to the prior plan.
TREASURY, DEPARTMENT OF
Final regulations outlining the procedure and administration of collection of
past-due support frcm federal tax refunds were recently issued by the IRS (see 
the 5/20/83 Fed. Reg., pp. 22708-10). The final regulations supercede temporary 
regulations on the subject issued 2/8/83, and provide that the amount of 
the obligation rather than the fact of the delinquency must be determined 
under court order set by the administrative process and that support must 
have been delinquent for three months or longer. In issuing the final regula­
tions, the IRS rejected a suggestion that a taxpayer receive prior notice 
that an offset would be made since a notice concurrent with an offset under 
section 6402(c) is presently required and the additional notice procedure 
would be costly to administer. The final regulations are to become effective 
6/20/83. For additional information contact Susan Thompson at 202/566-3294.
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A plan to improve tax compliance by non-filers -through waiving criminal pro­
secution of the tax cheaters who agree to pay all their back taxes has been 
rejected by IRS Commissioner Roscoe Egger. The amnesty proposal, as sug­
gested by the Chicago Bar Association, continues to have "a number of serious 
drawbacks," according to Mr. Egger, speaking before a recent Senate Finance 
Subcommittee on IRS oversight hearing. The proposal recommended by the CBA 
would allow taxpayers who have not filed income tax returns for one or more 
years to submit those returns no later than 6/30/84, and before the taxpayer 
has been contacted by the IRS regarding the non-compliance. The proposal 
would cover only criminal prosecutions, and not the imposition of civil 
penalties or the collection of tax, penalties, and interest. Mr. Egger be­
lieves that although the amnesty proposal has the potential benefit of 
bringing non-filers into the system, "there are a number of serious draw­
backs to the idea." Honest taxpayers would probably perceive an amnesty 
program as unfair and inequitable, and administrative problems, such as the 
inability to prosecute taxpayers who had received amnesty, but subsequently 
defaulted on their liabilities, would make implementation difficult.
The Treasury Department plans to initiate a formal program of requesting exten­
sive private sector views on IRS regulations before those regulations are 
issued in proposed or temporary form, according to John Chapoton, Assistant 
Treasury Secretary for Tax Policy. Mr. Chapoton added that the new program 
would only relate to regulatory projects "that do not involve broad policy 
questions, but that present significant technical challenges." In these 
cases, Treasury will attempt to get a start on drafting rules by asking 
members of professional organizations, law firms, and accounting firms to 
develop fully annotated sets of draft regulations "to assist us in the forma­
tive stages of the regulatory process." Mr. Chapoton suggested a number of 
regulatory projects for which the new system may be utilized. He said the 
Treasury would welcome draft regulations on the treatment of foreign corpora­
tions under the merger and acquisition provisions of the 1982 tax act, the tax 
straddle provisions of the 1981 tax act, the Subchapter S changes made in 1982, 
the 15 percent reduction in certain corporation tax preference items contained 
in the 1982 act, and certain provisions relating to industrial development 
bonds included in the 1982 act.
SPECIAL: FORMER SENATOR JAVITS TESTIFIES ON RETIREMENT PLANS
Congress should oppose any effort to phase out defined benefit plans in favor
of defined contribution plans and Individual Retirement Accounts (IRAs),
according to testimony by former N.Y. Sen. Jacob K. Javits in a 5/24/83
appearance before the Labor Subcommittee of Senate Labor and Human Resources 
Committee. Sen. Javits explained that retiree funding protection and plan 
termination insurance only apply to defined benefit plans. He went on to 
say that defined benefit plans provide a specified benefit upon retirement, 
while defined contribution plans require specific employer contributions, 
with no set level of benefit. As a principal co-author of the Employee 
Retirement Income Security Act of 1974 (ERISA), Sen. Javits was critical 
of the reduction in maximum permissable retirement benefits and contributions 
mandated under the Tax and Fiscal Responsibility Act of 1982 (TEFRA). He 
expressed a fear that a "TEFRA II," spurred by budget concerns, will "be 
rushed through in 1983," and urged the members of the Senate Labor Committee 
to "not let this happen."
In a related matter, Rep. John N. Erlenbom (R-IL) introduced H.R. 3071, 
the "ERISA Simplification Act of 1983," on 5/19/83. In his introductory re­
marks, Rep. Erlenbom stated that his measure is necessary to "clarify, cor­
rect, and simplify current ERISA provisions in order to eliminate unnecessary 
plan expense and paperwork and to remove existing obstacles to orderly growth 
and plan formation." In the section on "Reporting and Disclosure," Rep. 
Erlenbom explained that "the definition concerning the opinions of actuaries
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and accountants is changed so that the language reads that they 'shall' rely 
on one another's opinions, instead of that they 'may’ rely on each other's 
opinions."
SPECIAL: REP. PICKLE INTRODUCES RESTRICTIONS ON DEPRECIATION AND INVESTMENT TAX
CREDIT BENEFITS
Legislation intended to prohibit governmental entities and tax-exempt institutions
from taking advantage of leverage leasing transactions in order to indirectly
receive the benefits of liberalized investment tax credit and depreciation
laws was introduced on 5/26/83 by Rep. J.J. Pickle (D-TX) as H.R. 3110. The
measure seeks to require straight-line depreciation for property utilized 
by tax-exempt entities. Recovery periods would be extended from their cur­
rent ACRS treatment so that recovery would occur over five years for property 
in the three year ACRS class, 12 years for property in the five year class,
25 years for property in the 10 year class, and 35 years for property in 
the 15 year class and for public utility property. The use of investment tax 
credit would be denied under the measure for property utilized by any foreign 
person or government, international organization, and any U.S. possession. 
Property used under a contract that purports to be a service contract, but 
that is actually treated as a lease would also be denied application of the 
investment tax credit. And while the bill would continue the availability 
of the rehabilitation tax credit for qualified rehabilitation expenditures 
for buildings leased to tax-exempt entities, the credit would be denied in 
cases where the building or expenditure has been financed by a tax-exempt 
industrial development bond. The Ways and Means Committee is expected to 
hold a hearing 6/8/83, on the sale and leaseback issue addressed in the legis­
lation. Senate Finance Committee Chairman Robert Dole (R-KA) and Sen. Howard 
Metzenbaum (D-OH) have indicated they will introduce a similar measure after 
the Memorial Day recess.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-1890.
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